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Docket Control 
Docket Nu. 11-0000-94-165 
Arizona Corporation Canirnission 
I200 West Washington 
Phoenix, Arizona 85007 

1,addics n.ud Gentlemen: 

A; September 12, I996 

’I‘hc Rural Utilities Service (IUJS), an agency of the United States Department of Agriculturc 
(USDR), welcomes thc opportunily to providc comments to tlw Arizona Corporation 
Commission (Commission) on its Propcwd I<iilc -- Retail Electric Competition, Docket 
NO. U-0000-94- 165. 

RUS applauds the Commission’s efbrts to identify issues in electric industry restructuring and to 
circulate early drafts of its proposals. RUS recognizes the Commission’s efforts to maintain a 
structure that balaiices the interests of rcsidcntial and business consumers in Arizona with the 
interests of electric utilitics and the cpiitlity of thc cnvironnient, Wc do, howevcr, have concerns 
about scvcral aspects of the proposal. 

Our comiiients are dividcd into tlrree sections. Scction T provides an overview of RUS and the 
RIJS electric loan program. Section I1 sets forth the basis for IWS’ continuing intcrcsl in electric 
utilities in  Arizona, including an overview of the structure and magnitude of the iura1 electric 
infrastructure in Arizona, and the RI JS financial presence. Section 111 addresses issues of concern 
to rural consiimcrs and to RIJS. 

The KUS program has a long history of supporting Arizona utilities. providing substantial benefits 
to Arizona consumers, including industrial cunsiirncrs who provide jobs and residential 
coiisu~ners. A working relationship hcfwccn the Commission and RUS can help case the 
transition to retail competition t o  the hciicfit of‘all industry participants. 

Questions about thcsc coitimen[s rriay be adtircsscd to Sue Arnold, Financial Analyst, Program 
Support and Regulatory Analysis, Kural Utilitics Service, United States Department of 
Agriculture, I400 Tndependencc Avcnue, SW, Mail Stop 1522, Washington, DC 20250- 1522. 
Phoiic 202-720-0736; FAX 202-720-4 120; e-mail sarnold@rus,usda.gov. 
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1. RlJS AND ItllS FINANCED ELKCTRIC SYSTEMS IN ARIZONA 

A. 1hmI Utilities Scivice 

RTJS is an agency of USDA. The Depaitrnent of Agriculture Reorganization Act of 1994 
established RUS as the succcssor to the Riiral Electrification Administration (REA) with respcct 
to elcctric and telecommunications loan program activities authorized by law, including the Rural 
Electrification Act of 1936 (RE Act). RUS also administcrs watcr and waste disposal progrnrns 
in ri.tral areas. 

For GO ycars, tlic Federal Government has ~mt i~oted  the dcvelopmcnl of dcpendable and 
afhdablc rural ckctric setvice througli RUS, and its predeccssor REA. In enacting ihe RE Act, 
Congress dolerniincd that tlic national intercst would be servctl by subsidixiriy rural electric 
corisuiiicrs. Sincc its original enactment, Congress has expanded thc authority of Rt JSIKEA 
through sevcral iimendirients to the kii Act. 

The mission of RUS is to scrve a lending rolc in improving thc quality of life in rural America by 
administering its Electrification, 'I'clccommunications, and Water and Waste Programs in a service 
oriented, fbrward looking arid financially responsible manner. As part of its inksion, RUS, makes 
dit-cct loans and loan giiarantccs to elcctric systcrns that scrve rural weas and regulates ccrtain 
activities of these systcms. 

13. TIIC HUS Electric Prograni 

KUS makcs direct loans and loan guarantees to provide arid improve electric service in rural 
areas, as these areas are dcfined in the RE Act. Direct loans are generally made to finance 
distribu lion and subtransmission facililics. T h e  loans iisually provide about 70 perccnt of tlic 
debt tiriancitlg nceded for clcciric facilities. Tlic utility borrows the remainder from a 
supplcinenial private sector lcnder witliout a Fcderal guarantee. RUS direct loans bear interest ai 
a variablc rate that is tied to published itidexes of rriunicipal bond interest rates, 

Loitt1 guarantecs are generally mitdc to liniincc cnnstniction of transmission and gencraiion 
fiqcilities, and improvcrnents to existing gcrieration facilitics. The interest. rate is sct by the lencier 
and. becausc ofthe KUS guarantcc, is gencrally favorable. Many systcrns obtain new RUS loans 
cvcry 3 or 4 years to m e t  systciii needs. RUS is, in most cases, the majority notehofdcr. 

Most RUS loans and loan guarantces are ainortized over a period of 35 years and are sccured by a 
morrgagc or indenturc on the utility's elcctric system, or, in thc case of a public power authority 
or Ntttivc American tribal utility, by a licn on utility revenucs. 
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11. RUS INTERESTS IN ARIZONA 

A. RUS b h M l C C d  Electric Syslems it1 Arizonn 

RUS is actively irivolved in financing with ciyht elcctric systems in Arizona. Six of thesc systems 
are Aflkcted Utilities as delined in Subscction 1<14-2-xxx1.1 of the proposed rule. l'he six are: 
Arizona Elcctric Power Cooperativc (AEPCO), Trico Electric Cooperative, Duiican Valley 
Electric Coopcrative, Mohave Electric Cooperative, Sulphur Springs Valley Electric Cooperative, 
and Navopache Electric Coopcrative. In addition, Graham County Electric Cooperative, which 
paid off its oulstanding RUS dcbt in 1092. still piirchascs its power from AEPCO. 

The two RUS financed clcctric systems that are not Affectcd Utilities are Nav 
Authority and Tohono O'otfliam Ulility Authority. 

4% 

B. Stroelure o f  RUS Piiianccd Systcnis in Arizona 

'I'hc structurc of RUS firianccd utilities in Arizona differs sharply fi-om t 
vertically integrated invcslor owncd utility (IOU). First. all RUS financed utilities in Arizona are 
non-prolits. 'I'lie AfTected Utilitics are coopctxtives, owned and operated by the corisiimers they 
serve, The not All'ected Utilities arc Nutivc Arnericari tribal utilities. 

Sccondly, bccaiise of their corporaie sti~icture, tlic customers o f  all RUS financcd utilities in 
Arizona are, by definition, also its owners. Unlike IOU's, RUS Iinanced utilities in Arizona are 
owncd by individuals arid Iirnis that tesidc in Arizona. l'hcre are no profits shared with oiit c,f 
state investors. 

Third, no RUS financed utility in Arizona petforms all the functions of a vertically integrated 
utility. Only AEPCO is engaged in gcneration and transmission, and AEPCO does not scll at 
retail. The other seven RUS financcd Arizona systems are distribution systems that sell primarily 
at retail. They do not gcncrate powcr. and sales fix resale represent only a very small portion of 
thcir total sales. 

Fifiiilly, RUS financed utilitics in Arizona, by virtite of their non-profit naliire, are exempt fiom 
Fedcraf income tax, providcd that tlicy meet IRS requirements. This tax exemption is a significant 
factor in elcctric rates. Certain lcvcls of salcs 10 outsiders could result in loss OF the tax 
excirip tion. 

C. RUS Fiiiriiiced Systems h t  arc AlTcctcd Ulilitics 

All six Affected Utilities are cooperativcs. Five arc joined together in the two-tiercd 
organizational structurc that is characteristic of most RtIS financed systems. The first tier 
consists of FF)ur utilities, Trico. Duncan Valley, Mohave, and Sulphur Springs. which are 
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distribution cooperatives providing electricity dircclly to individual consumers. Thcse distribution 
cooperatives are owned by the itrdividud consunicrs they sctve. 

Thc second tier is reprcserited by AEPCO, which generatcs electricity and transmits it to tlic 
tlistributiori systcrris that arc both its owriers nnd its customers. The distribution rncttibers of 
AEPCO arc the four Affected I Jrilitics flint currently havc outstanding RUS debt, plus Gralimti 
C o w y  Elcctric Cooperativc, an Affectcd IJtility that repaid its IUJS debt, arid Aim Electric 
Cooperativc, which is located in CaliTorniil. AEPCO also sclls power to the City of Mcsa. 

In addition to the ownaYcustomer relationship, the distribution cooperatives and AEPCO are 
bound togcther by an all-requirements wholesale power contract that does not expire until 
December 3 I, 2020. 

l'lic sixth Affccted Utility, Navcjpacho Electric Coopcrative imports its power into Arizona fioni 
Plains ITlcctric Cicncralion atid Traiismission Coopcihw which is located in New Mexico. 
Navopachc i s  ii disti-il>iition mcmbcr of lrlaiiis i l t d  is bound to Plains by an all-requirements 
wholesde powcr contract that: expircs Decembcr 3 1,  2025. 

D. RUS Fitirrnccd Systems that w c  not Ancctcd Utilities 

Navajo Tribal Utility Authority, obtains its powcr fi-om IOU's and from the United States 
Departinant of Encrgy (DOE). Tofiono O'odliani Utility Authority obtains a sinal1 amc)unt of* its 
powcr from RUS lhanced sources (AlPCO and Trico), and the test from IOlJ and DOE sources. 

IC. IZntc, Sillcs 1111~1 Coiisiiiiier 1)ttLiI for RUS liiiianc.ccl Systctlls in Arizoira 

KUS Iirianced systems serve signilkant loads in Arizona. For the residential sector, the most 
recent data available from DOE (Electric $ales and Revcnue 1994, L)OE/ElA-O540(04), 
Table I4), shows that in 1994. over 100,000 residcntial ccvtsumers in Arizona rcceived elcctricity 
generated, transrnittcd and/or distributed by KUS Linanccd electric systems. This calculation docs 
riot include elcctric custonicrs ol'the City of Mesa, a partial requirements customer ol'AEPC0. 

Iri other words, almost 6,s pcrcent of thc rcsidentid consumers in Arizona cnjoyed thc benefits of 
RUS financcd power. 'I'licsc R I B  financcrl systems accounted for. 4.6 perccnt ofthc 1-cvenues 
Lion salcs to residential consiiiiiers and 4.5 percent o C ~  MWh sold i n  tlic slate. 

For all sectors, Table 17 of Electric $ides and Reveniic 1994 sliows that, about 6.6 percctit ot'iill 
Arizona electric consumers reccivcd RUS fiiianccd powcr, accounting for about 5.8 percent of' 
revenues and 6.7 percent of MWh sales for the state. Again electric customers of the City of' 
Mesa arc not included in this calculation. 
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F. lm-ge Eleclric Loads in Arizona 

Three of the distribution membcc systems of AEPCO, have significant mining loads. In 1994 
Duncan Valley's mining loads accounted tbr approximately 96 percent of its energy sales. For 
'I'rico and Mohave, the figur-cs are 22 perccnc and IS perccnt, respectively. Following through to 
the wholesale Icvel, mining accounted for 54 pcrcent of AEPCO's sales. 

These mines are sewcd iindcr long-tcim contracts, inany of which werc executed bcfore thc 
movement to competitive electric markets. Sudden loss of thcse loads would have disastrous 
effects on the ability of both the distribution coopcriltive and AEPCO's ability to seive residential 
consiiincrs in sparsely populated or less pl*ofitiLbIc areas, and would compromise RUS efforts to 
itnprovc the quality of life in rural Arizona. 

G. HUS Lams l o  Arizona Kleclric Systems 

Federal taxpayers through RUS liold ovcr $382 inillicm in outstanding debt to electric utilities in 
Arizona. Since RUS financed utilities in Arizona arc either coopcralives or publicly owned, all 
the bencfits of this Federal prograiri flow directly to Arizona. 

Most RUS borrowcrs obtain a new RUS loan every 3 or 4 years to ttieet their continuing 
financing needs, In fact, sevcn of thc eiglit RUS financed systems obtained a new RUS loan in 
1992 or Iatcr. Sincc these loans are aniortizcd over 8 period of up to 35 years, the RUS debt will 
not be filly repaid until at lcast 2032, about 30 years after the Conmission's proposed target date 
for hll retail choicc. RIIS is the majority noteholdcr fbr thcse systcms. 

Morcover, ovcr $248 million of this debt reprcscrits direct loans and loan guarantecs i o  AEPCO. 
The feasibility of KUS loans to AEPCO dcpcnds on revenucs fiom i t s  member distrihutioti 
systems. 

Thcrefbre, as part of the security for a loan or loan guarantee to a powcr supply borrower, RUS 
roquires the powcr supply borrower and its incinber systems to executc an all-requircments 
wholes& power contract whose term is at least as long as thc RUS loan. The wholesale power 
contract betwecii AEPCO and its nicrribers nitis through Dcccmher 3 1, 2020. Tn short, rcvenues 
from triembcr systems providc fiinds for i-cpaymcnt of AEPCO's outstanding $248 inillion RUS 
debt. Total RUS debt of AEPCO and its iiicrnbers is $333 million. 
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111. ISSUES 

RIJS comments on the Proposed Rulc have two main goals: 

To help ensiirc the continued avnilnbility of reliable electric scrvice nt  reasonabIe 
cost to consunicrs iii rrrrd Arizoiia, arid 

0 To maintailin the siability of iioii-profit, UUS finaaccd 11 tililies in Arizona by 
protecting the security of oatstaiiding Federal loans, and avoiding cleliaults mid 
ba ii hrii 11 tc ies. 

RUS believes that certain aspects of the Prc)poscd Rule would have disastrous effects on the RUS 
linanced segment of the Arizona electric industry and its consumers. 

Since tlic RUS financed scgment of thc Arizonn electric industry consists of non-profits with 
owners residing in Arizona, the fidI bcnelits of RUS loans to Arizona utilities flow into Arizona. 
RUS tmsfs that (he Commission will &sign il rcgulatory regiinc that does not penalize the 
intended hencticiarics of this cfFectivc Federal program. 

A. Filing o f  Tariffs by Affected Utilities, Subsection RI 4-2-xxx2 

RUS believes that the proposed June 30, 1997, deadline for filirig tariffs to implement retail 
competition is too soon. This dcadlinc would (1 )  h i t  Affected Utilities to only a few months 
aftcr etiactment of f i n d  nilcs to file tariffs that will have profound inipacts on their fiitures. and (2) 
impose il sevcrc hardship on small clcctric systems, who have fewer cinployeea and resources. 

RlJS reccmmends that thc deadline ftw tiling tarilCs be at least 18 months after publication 01' 
the final rule. Such B timeframe would allow the many small utilities in Arizona to thoroughly 
study the rules and dcvclop the tariffs that will determine thcir futures. A longer tiniefrunc 
will also allow the owner/customcrs of an Affected Utility that is a cooperative to be actively 
involved in the devcloprnent of the tariff, 

13. Compctitive Phases, Subsection R14-2-xxx4 

R1 IS finds several problems with the proposed Competitive Phascs. Certain iispccts would work 
a disproportionate hardship ori sinall ulilities that lack tlic iwources to undcrtnke rapid 
restructuring. Othcr aspects are either unclcar or apparently conflicting. 
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R. I, Milestones for Rctnil Choicg 

The proposed milestones for rctail choice are iiicquitable. Tho Proposed Rule would base the 
amount of dcinand required to be Rvaililblc for competitive generation supply on 1995 systcm 
retail peak demand, Systcrns whose dcinand is declining would suffer further disadvantage 
through this milestom. For exainplc. because of thc potential loss ol‘targe loads, one KUS 
financed systcm projects that its entire 15” )  dciiimd will bc between 20 and 30 perccnt of its 
1995 systcrti peak demand. Unclcr the milestotic in the Proposed Rule, this system would be 
required to makc available all of its t-ctail peak dernaiid by Janumy I, 1999. There would, in 
efl’ect, he no competitive phase-in for this utility. 

Conversely, the milestones would confer an unfair advantage on a utility that is in the ellviable 
position of experiencing load growth.  Such a utility would be required to make available for 
cornpctitivc generation supply only a reltrtively small portion of its actual 1999 load in 1999. 

I~cc.ommetidalion 

Srnall utilities must he offcred it more flcxiblc phase-in for rctail competition that is free of 
iiicquitable milestoneg. RUS rc~ommends specifically that tliesc utilities be pcrmitted to 
iiiiplcrnent a retail clioicc p h i  by January 1 ,  2003, with interincdiate milestones determincd by 
thc utility. 

D.2. (:gnllictinv Reouircments, 

Several provisions in the Proposcd Rule regarding cxisting contracts appear to conflict. 
Subsections R I4-2-xxx4.A, 13, and I3 scl out strict Coinpclitive Phases. Subsection 
It1 4-2-xxx4.F, however, states that “Consiiniers sewcd under existing contracts are eligible to 
participntc iii  the competitive markct prior to expintion of the existing coiitract only if thc 
Affcctcd Utility and the consiiincr agrcc.” Commission policies in cases whcre contract tcrrns 
conflict with inmdated Competitive Phases are not clear. Would, for example, thc corriplete 
phase in by January 1, 2003, superscdc contracts that expirc after that date? 

Subscction R14-2-xxx4.C restricts purchases of‘a single coiisumer to 20 perccnt ofthe availablc 
kW in a given year ii i  an Affccted Utility’s senrice tcrritory. This provision could present conilicts 
with the milestones for Coinpctitivc Phases and would work severe hardships on small ritilitics 
with highly conccntratcd loads. 

Recoinrnerrdntion 

RUS recommcnds that these provisions be clarificd, and that language conceining contracts bc 
rcvised to clearly respect existing contracts. 
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Tlie Cornmission has failed to consider the unique nature of the RIJS all-rcquirernents wliolesale 
power contract. As stated above, this contract represcnts security on about $248 itiillion in 
oiitstariclirig RUS lams to AEPCO and does not tcrminate until December 3 I ,  2020. Any retail 
choicc rcgime that eitlier undcrinincs existing wholcsale power contracts, or, indecd, wholesale 
powcr contracts executed in conncctiorr with futurc RUS loans, would (1) jeopardizc the entire 
cooperative stiucture in Arizona, and (2) place the futurc of the RlJS loan program in Arizona at 
risk. 

Such uncertainty would drive up the cost of private sector capital fi)r all RUS financed utilitics in 
Arizona and cause higher elcctric rates fi)r rural coiisiiriiers in Arizona. Rural consimiers in 
sparsely popula tcd arcas who have no clioiccs because therc is only one willing supplier would in 
effect bc forccd to subsidize the rates cifcorisiirriers who do have choices. 

Reco~nmondation 

It is essential to the structure ol'cooperatives in Arizona and to thc cfrectiveness ofthe RIJS 
program, that the RtJS all-reqiiircmcnts wholesale power contract remain unimpaired. 

C. Scirices ltcqnircd To De M d e  Aveil:1ble by ANecled IJtilitics, Subsection H 14-2-xxx6 

C. 1. Unbundle? Seryicep 

It could be difliailt for sinnII utilitics to provide all thc scivices listed in Subsection 
RI 4-2-xxx6.C. ItUS suggcsts that utilities he offered thc option of either providing these scrviccs 
or arranging for a third party to prcwidc thcm. The Federal Energy Kegufatory Coinmission 
(FERC) has adoptcd such an approach t o  ancillary scrvices in its Order 888. 

0 Rcco ni ni cn d a ti on 

The Commissioii should allow small utilities the option of either providing a full rangc o f  
Unbundlcd Services, or arranging for a third party to provide them. 

C.2. Pricing 

Undcr any rctail choicc schcme, the Comniissicm must allow a pricing structure that rccognizes 
the inlierent dilr'erences between classes of consiiincrs and types of utilities. To do otherwise 
would unfiiirly penalize niral coiiswws in Arizona. 

The Commission must recognizc that, by dcfinition, the rates of non-profits do riot include a protit 
component or rcturn on ratc bnsc. Aclclilionally, in the case of an Affectcd Utility that is a 
cooycrativc. thc owncr/custoiners have contributed equity capital whcrc nonmember retail clioicc 
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customers have not. Tarilr! for salcs to niembcrs and nonitiernbers must reflect this diffcrence and 
impute a rcturn on rate bnsc on sales to nonmembers. 

The Commission must fiirther rcspcci the non-profits’ exemption from Federal income tax. For 
exmnplc, R tax exempt cooporiztive can incur a tax liability if sales to nonmernbcrs exceed thc IRS 
threshold. Any tax liability imposed by Commission ordered retail choice must be included in 
rates charged to nonmembers only. ‘l4hc FERC Ordcr 888 includcs specific language that protects 
the tax exemption of cooperativcs and publicly owned utilitics and allows customcr specific 
pricing. It i s  essential that the Commission must do the same, 

Finally, RUS makes low cost loans to scivc lhe rural consumers who are the statcd beneficiarics 
of thc RE Acl. In other words. the I<IIS subsidy may bc seen as an imputed component of 
revenue reccived rrom RE Act bcncliciaries. Any retail choicc pIan that requires RUS financed 
utilities in Arizona lo serve noli RE Act beneficiaries must allow for higher rates to these non 
RE Act beneficiaries. To do othclwisc would divcrt the RUS subsidy away from the rural 
consumers in Mizona who are its intended recipicnts. 

0 Reco~nineridstion 

The Commission shoiild establish a rneclianism for customer specific pricing that considers the 
corporate stiucturc or nun-profits mid rhair tax status, and does not divert the RE Act subsidy 
away from its intendcd bcneficiaries in Arizona. 

D. Recovciy of Strancled Tnvestnicnt of Aflcctcd Utilities, Subsections R14-2-xxxl.5 ~ i i d  
R t 4-2-xxx7 

RUS has concerns about the Coinmission’s proposed methodology for determining and 
recovering Strmdcd Investment. 

D. I ,  Definition 

RUS is puzzled by thc proposed definition: ‘“Stranded I iivcstinent’ means the verifiable ticl 
differencc bctween the value o f  all thc prudent jurisdictional assets undcr traditional regulation of 
AfYected Utilities and thc market value of thosc assets directly attributable to the introduction ol‘ 
compctition under this Article.” 

FERC Order 888 iiscs a revenues lost methodology to deterininc the amount of Stranded 
Investment. ’I’hc Coinmission’s proposcd book VCI’SLIS market approach is incoinpatible with R 

revenues lost incthodology. and appears far morc rcsttictive. Wliilc RUS is not in fi i l l  agreeinelit 
with the details of the FERC’s tnethodology, it would Gcilitate calculations if the Cornmission 
adopts a rcvcnucs lost methodology tiwt is compatible with t.he FERC’s. 
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ktJS rccommends t.hat the Comiriission adopt 8 definition or Stranded Investincrit consistcnt 
with thc revenues lost tnehdelogy in FERC Order 888. 

D.2. Commission DeGision F3ctors 

RUS rccoriimends sonic changes to tlic kictors in Subsection R12-2-xxx7.E that the Commission 
will consider in dctcrmining appropriale Strilndcd Investincnt mechanisms and charges. Itus 
applauds the Commission for incltiding the iinpacts of Stranded Investment o n  boih customers 
that do not participate in the competitive iiiarkct, as well those customcrs that do participate. 

RUS also applauds tlic Commission’s concern for thc linimcial stability of the electric industry in 
Arizona by including thc “irnpact of paItial or no rccovery of Stranded Investment on the Affectcd 
Utility and its shareholders.” RI IS urgcs thc Commission to demonstrate equivalent colicern fix 
the financial stability of RUS financed nun-profit utilities in Arizona. l’he Commission must 
considcr the impacts of partial or no rccovery of Stranded Investment on RUS as debtholcler. 
Mitigatirig Strandcd Investment cxposure of IOU shareholders while exposing Federal taxpayers 
to thc risk of loan dchults would (1) jcopardize tlic crrlire coopcrative structure in Arizona, and 
(2) place the htiirc of the RIJS loan program in Arizona iit risk. 

Rec.omrnendation 

l‘he Comniission initst consider thc impacts of pai-tial or no stranded cost recovery on the 
utility’s ability to repay KUS loans. To do olherwisc would have adverse effects on RUS 
finaticed systems in Arizona and on the ability of RUS to continiic providing low cost 
iinancing i n  Arizona in the fiiturc. The impacts on the ownerkustomers of these non-proiit 
Arizona utilitics may be unintcndcd, but could be devastating. 

D.3. Deadlinc for Recowg 

’I‘hc proposed Decembcr 3 I ,  2004, deadlinc for recovery of Stranded Tnvcstment is far too 
restrictivc, Since cerlain custoiiicrs will riot be trblc enjoy the hcricfits of competition until ciirrerit 
contracts expire, KUS rccomtriends that this provision be aincndetl to allow recovery until two 
years aftcr ltie eIFective date of fill1 competition undcr this Rule, or two years after expiration of 
aiiy long-term contracts in clVccl o n  the date of the rule’s puhlicatio~~, whichever is later, 

The Commission must demonstrate i t s  rcspcct h r  misting long-term contracts by extending 
tlic window for Stranded lnvestinent recovery to two years after thc contract’s expiration. 



E. Solar Portfolio Stnndnrd, Suhscctiori 1t 14-2-xxx3 

IWS is puzzled about the intent ol'lhe proposed Solar Portlblio standard. Whilc reducing 
dcpenciericc on traditional soiirces of gcneration in favor of renewables is certainly a l~ i~dable  
objective, limiting the rcnewablcs portfolio to new solar rcsources scems curious. Solar 
technology on a large scalc is in its infancy, and, othcr types of renewables appear to offer 
coinparable bcnefits at more reasonable cost. Furthcrmore, since sonic Arizona utilities will lasc 
loads as a result of compctition, a requiremcnl to build new solar resources will substantially 
increase the amount of Stranded Invcsttrrent. 

To syccifically order the constrwtion and USC of new solar resources that will only increase costs 
is inconsistent with the spirit of a Kule implementing retail choice. 

Rect r milleiid r i  tion 

The issuc of renewables and thc issue of retail competition are distinct and dilkrent. RIJS 
urges the Commission to recognize the diflerence by undertaking separate rulemakings. 
Spccifically RUS recommends that the Commission proceed with its Rctail Electric 
Competition Rulemaking, and postpone rcnewables for anothcr rule. 

Assistant Administrator 
Elcctric Program 
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